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In a dramatic televised speech on the evening of Sept. 15, mayor of Rio de Janeiro, Saturnino Braga,
said the city was bankrupt. He announced that there would be no money to pay the salaries of
the city's 104,000 employes. Braga said, "All our federal income is blocked, and we are not able
to borrow a cent. The situation is more than serious." City officials told the New York Times that
with debts of $150 million abroad and more than $130 million at home and no loans in sight, Rio's
fate depends entirely on the debt-ridden federal government. Contractors who have not been paid
for months have suspended public works projects. Public hospitals, officials said, have begun to
suffer serious shortages. By next week, they added, food stocks will be depleted for school meals,
often the only meal of the day for pupils from poor neighborhoods. Braga, a 57-year-old economist,
blamed Brasilia. As Brazil's economic crisis deepens, the federal government has frozen virtually all
municipal and state funds. To make matters worse, according to city officials, the national treasury
failed to disburse most of the money pledged to assist Rio in its recovery from storm damage
early this year. The city has spent about 10 billion cruzados ($31 million) on repairing damages
resulting from February's flooding and mud slides. Ruptured sewer ducts have poured tons of
untreated sewage into the sea just off Ipanema beach. Repairs of the ducts will not be completed
until December, and city officials have warned people to avoid affected beaches. Prior to Braga's
bankruptcy announcement, the federal government had conceded only 2 billion cruzados to the
reconstruction effort. In the interim, the municipal government sought loans from private sources.
Even the mayor's most strident critics concede that with inflation estimated at close to 700% this
year, almost any budget is unmanageable. According to Andrea Bacha, an official of the Bank of Rio
de Janeiro, "The city mostly lives off taxes, but by the time today's taxes are collected several months
from now, they're worth half or less. The hole only gets bigger. There is no way to catch up." Soon
after Braga's announcement, the national government said it would expedite payment of a nearly
$40 million loan. The loan was earmarked for emergency public works, and was due for delivery six
months ago. Brasilia has indicated that the mayor's office should not expect much more from the
national government. The Finance Minister said last week that Rio's crisis "will have to be managed
by the city and not by the federal government." Brazil's Central Bank has prohibited state banks,
including the Bank of the State of Rio de Janeiro, to make new loans to the city. City officials say
they are drawing up an emergency plan. For one, they said, they may be forced to sell city property,
starting with land, buildings and Rio's new car racing track. Rio de Janeiro is Brazil's second-largest
city, with a population of between 8 and 9 million. Slum dwellers number an estimated 2 million.
(Basic data from AFP, 09/15/88; New York Times, 09/18/88)
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